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111 BEFORE ~~ 
.. . . .. 

NOV 0 2 1999 '.: ; .:., 

COMMISSIONER 

COMMISSIONER 

POCKETED BY EIm 
IN THE MATTER OF SERVICE QUALTT'Y I DOCKET NO. E-01032A-99-0401\ I / 
ISSUES, ANALYSIS OF TRANS 

.I ALTERNATIVES AND PROPOSED PLL 
7 ACTION I N  THE SANTA CRUZ ELECTRIC 

DTVISION OF ( 2 l T E E N S  UTILITIES COMPANY. , 
8 

DECISION NO. 22 0 / 
OPINION AND ORDER 

DATE OF HEARING: September 8,1999 
9 

PLACE OF HEARING: Phoenix, Arizona 

PRESIDING OFFICER: Barbara M. Behun 

I ,, I APPEARANCES: Mr. Cmg A. Marks, Associate General Counsel, 
T7. -9 . . .  - - .# + C e m - r . -  _ T7&!7-1-__  TS uunes  company, on benau or uazens uunues Lompany, I 
Mr. Walter W. Meek, President, Anzona Utility Investors 
Association; and 

Mr. Peter Breen, Staff ~ttorney, on behalf of  the Utilities 
Division of the Arizona Corporation Commission. 

BY THE COMMISSION: 

I 1'7 1 Having considered the entire record herein and being fully advised in the pre&ies, the 

Arizona Corporation Commission  commission") h d s ,  concludes, and orders that: 

FINDINGS OF FACT 

I. On October 20, 1998, Citizens Utilities Company, its divisiohs and subsidiaries 

("Citizens7') filed with Docket Control of the Commission a notice of intent to form a holding 

23 1 2. Decision No. 61383 (January 29, 1999) directed Citizens to B e  an analysis of I 
24 alternatives and Pldn of Action to rectify'the service problems in the Santa CNZ Electric Division, for I 
25 

26 

approval at Open Meeting, and ordered that a hearing be held regarding Citizens' request. 

3. By Procedural Order dated February 24, 1999, the holding company matter was 



! DOCIGT NO. E-rJ i 052-A-99-0401 

cheduled for hearing on May 10, 1999. 

4. Upon request by Citizens, the hearing was condnued to September 8, 1999. 

5. On October 27, 1998, the City oiNogales, Arizona filed a Complaint against Citizens 

oncerning electrical outages h Nogales, Arizona 

6 .  Decisio~l No. 61793 (June 29, 1999) dismissed the Complaint, with direction that 

itizens would provide a planned service date and cost-benefit analysis for system components of a 

cond transmission line in the Plan of Action to be filed in compliance with Decision No. 61383. 

7.  Intervention has been granted to the Arizona Payphone Association, the Residential 

ty Consumer Office, and the Arizona Utility investors Association ("AUIA'). 

8. On June 6, 1999, Citizens filed a letter in this docket, indicating that the proposed 

aticn vmdd nc~t take place. 

9- ' On June 16, 1999, Citizens requested clarification of procedural issues, due to the 

llation of the anticipated separation. 

10. A Procedural Conference was held on July 12,1999. 

11. By Procedural Order dated July 15, 1999, the holding company docket was closed and 

ocket opened to resolve the Commission's concerns with respect to Ci&ens' Santa Cruz 

c Division. The hearing remained scheduled for September 8,1999. 

12. On August 9, 1999, the Commission's Utilities Division Staff (''Staff") and Citizens 

Settlement Agreement regarding Citizens' Plan of Action. 

13. On August 20, 1999, Staff and Citizens filed testimony in supp6rt of the Settlement 

21 

22 

23 

24 

25 

26 

27 

18 

Agreement. 

14. A hearing was held on September 8, 1999, before a duly appointed Hearing OEcer of 

the Commission, at which Citizens and Staff appeared through counsel and presented evidence. The 

AUL4 appeared through its President, but did not present evidence. 

15. The Sertlernent Agreement commits Cirizens to a Plan of Action that is m compliance 

with Decision Nos. 61383 and 61793 and incorporates Staff recommendanons conrained in pre-fiied 

testimony for those proceedings. The Sealemen1 Ageement states that the Plan of Action lncludes 

Cinzcns' submittal of Apnl i 5, 1999, zs supplemented on May 7, ! 999 md July 13, 1999. 



1 1  16. The Settidement Agreement requires Citizens to build a second transmission line to 

serve its customers in Santa Cruz County by December 31,2003. 

17. Citizens has agreed to file for a Certificate of Compatibility for the new line by 

4 INovcmber 11, 2000. The scheduled in-service date for the line is to be accelerated if an I 
I 5 Environmental Impact Statemeat is not required. The Settlement Agreement also establishes 2 I 

6 framework for penalties applicable if Citizens fails to perform in accordance with its proposed ! 7 schedule. 

8 ) 18. If Cidzers sells or divests its Santa Cruz Electric Division, the Settlement Agreement I 
9 requires the acquiring entity to fuifill Citizens' obligations for the second transmission line as a II 

condition of the Commission's approval of the sale. 

11 19. The Settlement Agreement Staff's rigbt to challenge any capital expendit& 

I 12 Citizens accrues in the course of constructing its Plan of Action for the Santa Cruz Electric Division I 

files to recover its investment cost from customers. 

16 21. As ageed to by the parties, Item No. 7 in the Settlement Agreement should refer to 

13 

14 

filed for these proceedings. Stafihas already noted some expenditure concerns in prior testimony. 

20. The parties agreed that a ruling on expenditures should be postponed until Citizens 

I 20 Section 2, of the Arizona Constitution and A-R.S. $40-246. 
- 

17 

18 

19 

2. The Commission has jurisdiction over Citizens and over the subject matter of this 

I 

Docket No. E-1032A-99-0401, not Docket No. E-1032A-99-041. 

CONCLUSIONS OF LAW 

1. Citizens is an Arizona public service corporation within the meaning of Article XV, 

23 3. Citizens' Plan of Action as filed on Apiil 15, 1999, and supplemented on May 7, 1999 

24 11 and July 13, 1999, complies with DecisionNos. 61383 and 61793. I 
2 5 

26 

4. The Settlement Agreement filed by the parbes on Au2mt 9, 1999 is in the public 

interest and will be adopted by the Cominission, with the correcrion as indicated in Findin, US of Fact 



ORDER 

IT IS FURHER ORDERED that Citizens Utilities Company is ordered to comply with the 

requirements of the Settlement Agreement. , 

11 
3 

IT IS FURTHER ORDERED that this Decision shall become effective immediately. 

BY ORDER OF THE ARIZONA CORPORATION COMMISSION. 

IT IS THEREFORE ORDERED the Setrlenent Agreement filed on August 9, 1999 by 

Commission Staff and Citizens Utilities Companies shall be, and is hereby, adopted by the 

IN WITNESS WHEREOF, I, B W  C. McWIL, Executive 
Secretary of the Arizona Corporation Commission, have 
hereunto set my hand and caused the official seal of the 
Comm. sion to be &ed at the Capitol, in the City o f  Phoenix, 
this$ d a y o f ~ m c , M ~  1999. / 

3 DISSENT 
, 

a 4 Commission, with the correction indicated in Findings of Fact No. 21. 



CARL 3. KUNASEK 
CHAIRMAN 

JIM IRVIN 
COMMISSIONER 

WILLTAM A. MUNDELL 
COMMISSIONER 

1 

IN THE MATTER OF SERVICE Q U A t r r Y  
ISSUES, ANALYSIS OF TRANSMISSION 
ALTERNATIVES AND PROPOSED PLAN OF 
ACTION THE SANTA CRUZ ELECTRIC 
DIVISION OF CITIZENS UTILITIES 
COMPANY 

BEFORE THE ARIZONA CORPORATION COMMISSION 

DOCKET NO. E-01032A-99-0401 

SETTLEMENT AGREEMENT 
BETWEEN COMMISSION STAFF 
AND CITIZENS U71LITlES 
COMPANY 

. 
Citizens Utiiities Company ("Citizens") and the Arlzona Corporation 

13 Commission Staff ("Staff") agree as follows concerning Citizensf Plan of Action to { - 
- I I - - 

14  11 address service quality issues in its Santa Cruz Electric Division, Citizensf Analysis I 
15 11 of Transmission Alternatives and Citizens' Schedule to construct a second I 

transmission line to serve i t s  Santa Cruz Electric Division Customers. 

1. Citizens' Plan of Action, as filed on April isCh, 1999, and I 

20 11 2. Cltizens will proceed with planning, permitting, and constructing a I 

supplemented on May 7", 1999, and July 1 3 ~ ,  1999, complies with Decision Nos. 

61383 and 61793. 

21 second transmission line to serve its Santa C ~ U Z  Electric Division Custorn.ers, I I I 

. . 

22 subject to the siting process and schedule that  Citizens filed on July 13'" 1999. 1 I I 
Presently the preferred alternative is the Bicknell-Valencia route, but  the parties 

recognize that completion of transmission studles and environmental approvals 

25 j(rnay identify another route as the routeio be constructed. I 
26 I1 3. Citizens will file for a C2rtificate of Environmental Cornpatability by I 
27 November 11, 2000.  Citizens will endeavor to  place the second transmission line I I I 
28 In szrvice by four years after the date of a Commission Order approving this I I I 

i ,  

Settlement Agreement. If an Environmental I m p a d  Statement is not  needed, 



-A2 / I  a Commission Order approving th i s  Settlement Agreement. 
1 ( 

3 1) 4. Delay Penalties 

Citizens wjli endeavor to  achieve an in-service date of 39 months after the date of 

6 11 each full month of delay after ~ecernber  31, 2003. This penalty represents 

4 

I1 liquidated damages for Citizens' failure to  fulfil its obligations under this 

a. Ifthesecondtransmissionlineisnotp~acedinserviceby 

Agreement and will be for t h e  benefit of Citizens' Arizona electric 

customers. Citizens will compute and owe'the penalty no later than 30 

days after the transmission line's actual in-service date. If the transmission 

line is not in service by December 31, 2004, then on January 31, 2005, 

Citizens will compute and owe the  accrued penalty for the  previous year. 

5 j 

Citizens' obligation will then continue in a iike manrier un each - - January 31, 

December 31, 2003, then Citizens will owe a penalty of $30,000/ month for 

I 

thereafter, until t h e  transmission line is actually in service. I n  t h e  year the 

transmission line is ad~lally piaced in service, Citizens wiIl then compute 
I 
! and owe t h e  penalty no later than 30 days after the  t ransmiss ion line's 

1 actual in-service date. 

b. No later than each date in the preceding paragraph by which 

Citizens is to compute and owe a penalty, Citizens will file with t h e  

Commission Its proposal as to which of Citizens' eiectric customers will 

receive t h e  benefit ofxhe penalty amount and how the benefit will be 

distributed (e-g., bill credlt, credit to PPFAC bank balance, refund, o r  other 

methodology).  he ~omrnission will then determine by Order the 

appropriate recipients and distribution methodology. 

c. If Citizens believes t ha t  cjrcumstances beyond i ts reasonable 

control (such as an  unavoidable delay in obtaining a Certificate of 

Environmental Comparability, court injunction, or other good cause, are 

responsible for t h e  delay, Citizens may apply -- no la ter  t h a n  December 31, 

2003 -- with the Commisslon to delay the December 31, 2003, date or to 
I 



I 
'I I waive t h e  penalty. If Citizens makes such a filing, StafF and any other 

interested party may file a response either supporting, not objecting to, or 

objecting to Citizens' application- The Commission will t hen  determine the 

appropriate relief, if any. I 
5.  The Commission should condition any sale or  dives t i tu re  of Citizens' I 

Santa Cruz Electric Division upon t h e  acquiring entity's satisfactory commitment 

that it will fulfill Citizens' obligations set fortb in paragraphs 2, 3 and 4 of this 

A g r e e m e n t .  

6. Staff's s i g n a t u r e  on  this Se t t l emen t  Agreement in i?o way implies that 

any capital e x p e n d i t u r e  that Cit izens  has rnade.or will make in Santa Cruz County 

was o r  is necessarily the least-cost option to resolve Santa Cruz County electric 

service issues. In a future Citizens rate case, Staff may challenge the  p rudence  

of any particular capital expenblture made far that purpose. Other  than as 

expressly set for th  in this  Settlement Agreement, Citizens' s i g n a t u r e  in no way 

implies that Citizens agrees with t h e  statements made in Staft's testimony dated 

Juiy 16, 1999. Citizens or a successor may take any position concerning t h e  

prudence of any particular capital expendlture made in Santa Cruz County to 

resolve Santa Cruz County electric service issues. 

11 7. This Agreement  resolves all outstanding issues pending in Docket No. 
Y O \  11 ~-01032~-99-&+l., If this Agreement is not accepted by the Commission, none af 

the Parties compromise or otherwise waive the positions they have taken o r  may 

take on any of t h e  issues addressed in their prefifed testimony t o  date. 

8,  The provisions of thls Agreement are ilot severable and are effective 

only after t h e  Commission enters an order approving th l s  Agreement without 

modification. If this Agreement is not approved by the Commission in  the form 

26 

27 

28 

submitted, it is de-med withdrzlwn, and its stipulations are void, 

9. The Parties urge the Commission to approve this Agreement. 

Signatures 'follow next page: 



Citizens Utilities Company 

By: 

Title: Vice President 

Staff of the Arizona Corporation Commission 

By: &T-. \hi&&+,-J 
Title: ~ I ~ J ~ D L R E C ~ ~ ~  

&; i ; f ; e  D,V,\=;O~) 



BEFORE T H E  .ARIZON.A C O R P O R l T l O N  CO\.1411SSION 

- 

5 

IN THE MATTER OF THE J O N T  
APPLICATION OF TUCSOK ELECTRIC 
POWER CO~lP_ IX ' i '  ;\YD CITIZENS 
CObIVlL%ICATIOXS COblP.ANY FOR .I 
CERTIFIC.4TE OF EYVIRON4lENTAL 
COblPATIBLLITY FOR .I PROPOSED 345 K\- 
TRfi.NSb1ISSIOU LBE SYSTEbl FRObl 
TUCSOS ELECTRIC PO.Li,'ER COV1PAXY.S 
EXISTING SOUTH 345 KV SUBSTATIOX 

SEC,  56. T.16S.. R.l3E. S.AHUAR1TA. 
ARIZ0N.A. TO THE PROPOSED CAI-EL\'.AY 
54511 15 KV SUBST.ATlON IS SEC. 12, T.34S.. 
R.1 3E.. NOGALES. .ARIZON.I WITH .A 1 15 K\ 
INTERCONNECTION TO THE CITIZEKS 
COIVIMIIXICXTIONS COILIPANY'S 115 KV 
VALENCIA SUBSTATION I3 SOGALES. 
ARIZONA. WITH A 345 KV TLqNSMISSIOS 
LINE FROM THE PROPOSED GATELV.AY 
SUBSTATlON SOUTH TO THE INTER- 
NATION.4L BORDER W SEC. 13. T.24S.. 

WILLlAbI A bl ' ixDELL 
Chairman 

4 

5 

DOCKET XOS. L-00000C-01-01 i 1 
L-00000F-01-0111 

JIM I R V N  
Cornmissio~~sr 

MARC SPITZER 

DECISIOS xo. 6 4 ~  

19 

20 The .4rizo1ia Corporation Commission (..Coinmission") has conducted its review. as 

21 

22 

23 

prescribed b) A.R.S. 3 10-560.07. Pursiiant ro A.R.S. 5 40-360.07(B), the Commission. in 

compliance \vith A.R.S. $ -10-360.06 and in baiancins the broad public interest, the need for an 

adequate. economical and reliable supply o f  electric po\\.er \\.ith the desire to minimize the effect 

24 

'75 

thereof on the environn~ent and ecology of this srare: 

The Comiliijsion i i i~ds a~iii coi~ciudts  that the Cerrificute o f  En\.ironmsntai Comparibiiity 

26 

27 

(-CEC..) issited by the Arizona Po\\er Plant and Transmission Lint. Sitin2 Commirtec: is gmntsd 3s 

mudiiieii i~nd  arnende~l b! this Order. 



The Conimission modifies Condition N~imber 6 as follo\vs: 

6. Applicants shali implement the mitigation nieasures and impact avoidance 

recommendations set forth in the Harris Report and those recoinmended in the 

additional Harris Report stiidies. Applicants sliall also contintie to completion those 

studies that are on9oinz as identified in the Harris Report. 

The Commission modifies Condition Number 8 as folio\\-s: 

8. .Applicants sliail rerain an archaeologist satisfacton to tile State Historical 

Prsseri-ation Office (SHPO). The a r ch~eo lo~ i s t  is to be oil sits during constrrictio~i 

activities to advise applicant in connection with an!- additional archeological and 

related stiidies that ma!; be required and to manage cultural and historical 

preser~aiion siforrs for arciiaeological sites that may be affected by the construction 

of the Projec~ transmission lines.  he archaeologist shall meet and confer with 

representatives o f  local Native Ameiican Nations and local historical societies to 

determine any sensitive areas and deterniine if and how they can be avoided or 

mitigated. 

The Commission modifies Condition Number 9 as follo\vs: 

9. Applicants shall retain a biologist satisfactory to the Arizona Game and Fish 

Department. The biolosist is to be on-site during construction activities in 

connection with any additional biological and reiated studies that may be required 

and to advise Applicants in connection with mitigation efforts for any endangered, 

threatened and sensitive species that may be affected by the constn~ction of  the 

Project transmission line. 

The Coiiirnission modifies Condition Number 1 1  as follows: 

I I .  In the final design and coiistruction of the transmission line. r-ipplicants shall: 

(a) use s t r i ic t~~resafa  non-retlective nature that are to the greatest extent possible 

consistent tvitli the terrain and vegetation tiiroiigh ~vhicli they are installed. 

( b )  use nun-sprci~lar conductors and dulled srructilres el' 3 self-\v~athering 

nitittrial and color suitable to the terrain and vegetation 

, - DECISION N o .  6 (C..%G: 



(,c) use inotiopoles except in  locations \\-here use of lattice towers \vouid 

minimize detriiiienral impacts upon the total environment. 

( d j  Wnen making specific easement rotiting decisions as to the ~~l t in ia te  pathway 

to be follo~r-ed for the constriicrion of 111s ri-ansmission line. the applicant 

shall make the miiiimization of ail)- dstriillsntal impact upon the total 

environment the deciding factor as beriveen different path\vays within the 

corridor approved by this decision. 

The Cointnissio~i iiiodiiiss Coiiditioii ;\'timber 16 as follo\vs: 

16. .Applicanrs shall comply with the recommendations. mitigation measures, and actions 

to reduce or preveiit environn~entai impact included in rhe EIS. 

The Conlniission nlodifies the CEC to add the follow in^ two conditions: 

29. The Applicants. tlieir silccessor(s) or assignee(s) shall stibmit a self-certification lerter 

annually. identicing ~vhicli conditions contained in the CEC i s  amended, have been 

met. Each letter shall be submitied to the Utilities ~ i < . i s i o n  Director on Au.gust 1, 

beginnins in 2002. describing conditions which have been met as o f  June 30. 
I :  

Attached to each certification letter shall be docun~mtarion explaining, in detail. llo.~\; 

con~pliance with each condition Lvas achieved. Copies of each letter, along with the 

conesponding documentarion. shall also be submitted to the Arizona Attorney 

General and the Directors of the Arizona Department o f  ~nvi;onrnental Quality, 

Department of Water Resoitrces. and Department of Commerce Energy Office. 

30. The authority to construct facilities granted by this Con~mission Decision shall be 

revoked and the associated CEC rendered null and void in its entirety if (a) the 

Applicants. their successor(s) or assignee(s) legally challenge any co~idition herein. 

or ( b )  fail to compl? with any condition herein as deterniined by the Conirnission. 

The Con~mission further modities the CEC to add the following Ordering Paragraph: 

The preferred alternative central route. cited in rlie Application at page 12: section 

7 - 9  4.-.2.-. 2nd tlie ~lltem;~ti\.e eastern route. cireci in tile .-\pplicarioti at page 13. section 

, - -  i.-.>.., are Ihereby denied. 
/ &3$6 OECISION NO. @ 



DOCKET NO. L-00000P-01-011 i i 
I 

.APPRO\'ED .AS A k l E S D E D  BY ORDER O F T H E  

.4RIZOluA CORPOR4TIOP CO&I'\IISSlON. 

3 
I ! ,' 

4 
COMMISSIONER 

5 

i 

Y '  

IN WITNESS WHEREOF. I ,  BRI.L\g C. McNEIL, Esecuti\-s 
Secretary of the Arizona Co~poration Cornmissioii, have 
hereunto set my linnd and caiised the official seal of tile 
Commission to in the City of 
Phoenix. this ,2002. 

13 

14 
DISSENT 

L 5 

16 

17 

i S 

19 

20 

2 1 

22 

23 

24 

25 



BEFORE T H E  POLVER PL?IXT .AND T ~ ~ ~ ! ~ ~ \ . I I s s ~ v N  
LINE SITlNG CO\.lSIlTTEE 

IN THE MATTER OF THE JOINT APPLICA- 
TION OF TUCSON ELECTRIC POWER 
COMPANY AND CITIZENS COMMUNICA- 
TIONS COMPANY. OR THEIR ASSIGNEE(S). 
FOR A CERTIFICATE OF ENVIRONMENTAL 
COMPATIBILITY FOR A PROPOSED 345kV 
TRANSMISSION LIVE SYSTEM FROM 
TUCSON ELECTRIC POWER COMPANY'S 
EXISTING SOUTH 3 j k V  SUBSTATION IN 
SEC.36, T. 16S., R.1 ;E., SAHUARITA. 
ARIZONA, TO THE PROPOSED GATEWAY 
34511 15kV SUBSTATION IN SEC.12, T.24S.. 
R.13E., NOGALES, ARIZONA, WITH A 1 15kV 
INTERCONNECT TO THE CITIZENS 
COMMUNICATIONS COMPANY'S 1 15kV 
VALENCIA SUBSTATION IN NOGALES, 
ARIZONA, WITH A 3 5 k V  TRANSMISSION 
LINE FROM THE PROPOSED GATEWAY 
SUBSTATION SOUTH TO THE INTER- 
NATIONAL BORDER IN SEC.15, T.24S., R.13E. 

l5 I captioned case (the ".-\ppIicuiionM) 

Case No. I 1  I 

Docket No. L-00000C-0 1-0 1 1 I 
L-OOOOOF-0 1-0 1 1 1 

DECISION NO. b&&& 

l6 ll AIMENDED CERTIFICATE O F  ENVIRON91ENTAL COMPATIBILITY 

l7 I Pursuant to notice given as provided by law. the Arizona Power Plant and Transmission Line 

18 11 Siting Committee ( h e  'Commiitee') held public hsarines in No~ales ,  Ari:.na. on htay 7 and 8.2001. 

I' 11 and in Phoenix. Arizona. on May 17.2001, June I I .  2 0 0 1  June 18, 2001. July 16. 2001. August 

1 14.20Oi and October 1.2001 in conformance with the requirements of Arizona Revised Statutes 
2 :  

Sections 40-360. er seq.. for the purpose of receiving evidence and deliberating on the Joint 
9- - < 

Application of Tucson Electric Power Company ("TEPUj and Citizens Cornmunications Company 
2 3 

(~Citizensm)(col~ecti~-e~y. "..ippIicantsU) for ~Ceniticateot'Environmental Compatibility in the above- 
+. 



blask blc\\'l1irter Desisnee fol- the Director of the Energy Oftice of the 
.Arizona Departnirnt of Commerce - 

- 
Sandie. Smith .~ppointeci >.len?ber 

11 

Michael Palmer .ipporilttd Lleri?ber 
12 

14 
Margaret Trijillo .-\ppointed Llemher 

15 
Applicant TEP \\-as represented hy Raymond S. Htyni;\ii. Esq.. oi'RoshIia Mryinan cY: DeWulf. 

'' I/ PLC and Erlarc~ts C. Irrden, t s q  oltlie TEP Legal Depnt~ i~e i i t .  Applicant Citizens was represented 
17 

by Michael M. Grant. Esq.. ofGallasher & Kennedy. There were sixteen I 16) intervenors: ( I )  the City 
18 

ofNogales. represented by Jose L. blachado. Esq..Cit>.Attorney: (2)SantaCruzValley CitizrnsCouncil. 
19 

Inc.. represented by Steven J. Dufe .  Esq.: (3 )  Santa Cruz County. represented by Holly .I. H a w .  Esq.. and 
20 

I Martha S. Chase. Esq.: (-1) Arizona Center for La% in !he Public Lnterest. represented by Tirnorhy M.  

22  I1 tlogan. Esq.: ( 5 )  P~iblic Sewice Company of New hlesico. represented by Thomas H. C:iii~pbell. Escl.: 

j 3  It (6) .Arizona Utility Investors Association:' (7) the Sonoita Crossroads Cotnm~inir)- F o r ~ ~ m :  (8) Sky lslanc 

- .  -. 
Illrery~.n~>r ,\rizon:i :tilit! li::r\ti,r.j .-\\s,,ii;iii,)~l did 110t isciaiil i i ) i i ~ l ~ l  10 i.cpi.e%~lt il i l l  l l l ~ ~ ,  

2 5  pr,,ceeijjilgs. &lr. \\ ii\[er \ I .  >leek. :i ~ i ~ ~ i i i [ ~ e ~ - , ~ f [ l l e  : \ r~~vr i :~   tili lily lil\ejtt~r, : \ ~ ~ ~ l c i ~ i l i ~ ~ l l .  ptirtici[~l~el~ i l l  111, 

imiceediii~. 

D E N I O N  NO. d G35-b 



belialF~)F the Green \.3lisy Coiiiriiuiiit) C(lordin;itiii? C'c~iiiicil:' i 121 Cl~rsliall nncl Luc! blagnider: ( I ; )  ~ 
: 

j N \Viiliani L.  and Elleii L. Kiirtz: ( 1 4 )  Eniilio E. Faicii. PI1.D.. and .Ienii :\. Titiiuh: (15) .lean England 

! 

I 

.4lIi~iiicr: (9) blaricopr? .Aiidiih~)ri Society: I 10) [lie Sit.11-2 Ciuh - l<itii.oii Groiip: ( 1  I )  Noble E, Ross. on : 

ll .A[ rile concl~tsioti oftiie hearins 311d deliberatioris. rile Coi~itninee. ha\-iiig recrived and colisidsred 

8 

5 

1 C j  

11 

" (1 Citizens Gateisa! 31i:I 15kV Siibstation ailti tipprosii~iately three ~iiiles of I l5kV trarismissiori line to 

the i\ppiic3tioii. tiir nppeamtices ot'.~\pplicmir arid nil iiitc-I-1ec1oi.s. tli? r\-idence. restirlion!: and esliibi!~ 
! 

presented by dpplic~lnts at~claii intewenor-s. the comiiierits inade b:- persons making litnited appearances j 
8 

and the cornnienrs ~ i t i l e  public. and bein: advised of ihe iepi requirements ofArizona Rsvisctd Statures , I 
- j 
Sectiotis 40-260 to 10-360.13. iipon niorioii ditly riiniir aiitl srcoiided. voted to grant Applicants the i 

! 

12 

13 

14 

15 

/I complete the second line to Citizens' esisting Valenciii Siibstation: aiid ( i \ . )  approsinlately two miles of 

folloiving Csnitic;~te oiEn~ironiliental Coiiipatibiliry iC;ise Yo. 1 I i 1: [ 

Appiicaits and their assignees are granted a Cei~ificate oFEn\.ironi~lental Compatibility authorizing 

the consti~tction of t i )  a do~ible circuit. 3 j k V  transmission lint. riinning from TEP's esistiilg South 

I 
Siibstatioti to the ne\vTEP Gateway Substation: ( i i )  the CitizensTTEP 2 j k V  interconnection; (iii) the new 

I 
I 
! 

11 345kV tmmmission lirir to interconnect with the c0111isi611 Federal de Electricidad ("CFEEE) transmission 

l9 11 system at the United S t n e s ~ h l e ~ i c o  border as described more klly in Section 4.2 ofthe Application 

DECZSION NO. H 

2 0  

I I 

Applicants and their assignees are granted a Certificate of En\tironmental Compatibility for the 



t\pplic:~iits 2nd tl i?ir  assI;i~tw L ~ ! s o  ;\re gra~i!cc! tlils Ce~.tiric:~tc ot'Ei?\ 1rriiiiir1nr:il Con;na!~bi i~t~ I &  

~oiistr~iction ofCitiz?in~' i i 5 k V  Iiine 111 ;! i .OOO ~ o < I [  \ \ I L \ ~  ~ ~ 7 t ? - i ~ l o i ~ ~ ~ i ~  eilliersi~ie uftlic :hIig~iiiieii\s ~ l ~ s c r i ~ e L l  

i i i  [he first two paragraplis of  Section 125.4 oftlie .-\pplicatioi? together \\ill1 ail ;~Il?n;ati'.i' ti> si>nstriict :I 

pnn~ilei .siiigle-circ~iit l i t ? ?  for tile tinal appl.osi~iiaieI! 0.4 nlilss of tile PI-efemed Citizens' Riiiite. 

111 addition. .ippiicanrs anil their assigiiees at-e y.aiited this Certiticate of ~ii\;iroiin?eiir~l 

Comptltibiiiiy tbr constriictioii ur'rl~e substarion kiciiities. \iI?icl~ai-r iiescrihed more frill\ i i i  Sectioii 4.2. I .? 

Tlie Certificate i>i'Eiivii-oiiiiit.iit;il C'oiiipatihiiit! is gi-:iiired i~poi? [lie iiillo\viii~ coilditions: i 
I 

I .  .Applicants s h ~ l l  ohtaiii ;iiI reiliiireil appruvals and pel-iiiiis n?cessaC- ti1 

cuinsrsucr [lie Project. 
i 
i 

1) I1 control sraridards and iegulations. ordinances. master plans and 

regiilatior>s of t l x  Lliiited Srtlres. the State oE,%rizoria. Pimo and Santa 

Cruz Counties, the City of i\iosales. the Town of Sahuarita. tile Tohoilo 

O'Odliani Nation. and any other governmental entities I.ia\,ingjiu-isdiction. 

3.  .As to the P r e f e ~ ~ r d  ROLI~L'. t\ppIicaiits shall construct tile Project 

transmission lines only \vithiii the corridor more fitliy described i n  Eskibit 

I .  anached hereto (the "Route Coi~idor") .  

4. .-\pplica.irs shall mret and confer ~vith lando\vners who are b\-ithin or 

adjacent to tile Roiite Con-idor and otlirr intvresred panies in order tu 

develop a pian t'ur specitic pole 1t)catiuns tiiat will rnitiglre [lie 

r.ii\ironnientai ~uid tisiial i i i ip~ct  ofthe Prqject tra~lsniissioil lines \\.ithin 

il1c Rotire C o i ~ i ~ l o r .  

DECLSION NO. 



i .Applic,?nis sl;:lll. prior io coiisti-uciioii i?f ilie i'rc>jtct ti-aiisiiiission Iiiies. 

c(1iidti~i ilir stiiilies rec~~iiiiiienilccl iii tile Report ot' Tiic ti:irris 

iii\~ro~riiii .~i~riI Ciroiip. Iiic ;irracheii to rlie.ii?iiit .ippliciirioiias E.xl?ibit C' 

~," t I : i~~ i s  Rrport") L I I ~ L I  :itt:icIl~cl lierer(~ :I5 t!xl?ihit 2 .  

6. .ipplicoiits sliali impleiiiriit ilie iiiirigatii>ii n>trasii~.es szi fo1~11 in the Man-is 

Repoi? aiid tiiosr rrcorlimeiided i i i  ills 3dditioiial Hun-is Rrporr sriidies. 

~pplicaiirs s1i;iiI ;ilso ciiiiiiiiii~ tn c ~ ~ i i ~ p l r r i i ~ i i  rlinse s t~~t l ies  that arc 

o i ~ ~ o i n g  3s idrii~itizd i i i  tiis Hairis Rel?orr. 

7 .  .?.ppiicai~rs sliail tile \\it11 tile .ACC. i i i  r l i i j  docket. tlie findings of [lie 

addirional Harris Rep011 sttidies. 

S. .ipplicants sliall retain ail :~rcliaroli>gist ro be on site diii-in2 constr~iction 

acti\.ities to advise them i i i  ciiiinectioii \\itti an); additional archaeolo~ica! 

sriiiiies that inay be requireil aiid :ill! il1iiig;itiiiil e t i ; ) ~ ~ ~  ijr~1rc11aeological 
1 .  

sites thai iliay be affected by [lie coiistri~ctioil of tile PI-ojrcr transmission 

liiiss. The archaeologist shall meri and collfer with representatives of 

local tribes and historical socieries to drierniiile sensitive areas and 

rniiization options. 

9. .Applicants shall retain a biologist to be on sits iiuiing construction 

acriviiies in connection with any additional biological studies that may be 

required and to advise theill in connection \\ith ail); mitigation et i i~rts  for 

an! species that may be affected by the construction of  the Project 

iransnlissioii lilies. 

DECISION NO. L U G  



liisti>i-iccll sites iii tile I -ECI I I .~~  of Case Xi?. 1 I I is tleenleri J;rio\\n to rlic 

la) ibse striict~~res of a iio~i-rttlecti\? ~ia t~t re  tixlt are to tilt? :re:itest I ! 
- 

exteiit pojsible coiisisti'iit \vitii tlie tell-aiii 3i:d Xegetation t i i sou~h ! 
\vhich tlie! arc installed. 

I 

I 
[b )  use non-specular contliictors ai~ii dulled srrucrilrrs of a sritl  

e a i i i g  inaterial niici color siiirribls to tiit. t t . i ~ > i i i  and 

12. Before co~istriiciion oil this pri>!ecr mu? coiiiiiience. the Applicaiits must 

tiie a cotistrtiction niitigatioii and restoration plan \\it11 i\CC Docltei 

Control. Applicants shall. wit!?in orlr )ear of completion of the Project. 

rshabiiitate to its original stare a n )  area distiirbrd by constr~~ction of the 

Project. except for any road that niay be necsssnv. to clccrss the 

transmission lines for ninintenance aiid repair. 

The foals of the Plat? will be to: 

. ;\void iiiipicts \vliei-c practic:ll: 

. \\'!iere itiip:~ct~ :ire LI I~ : I \  oi~l:il~le. iiiiiiitiii?.c i11ip:lcts: :itid 



~-eveget;t[io~i. 

0ti-ii.r hey eleii-irnts oTtlie Plaii 21-e to: 

. Prcsi.1-\:e topsoil :\nil pla~it iiiatcri:ils ti.r>in tiit. right-of-way befoi-r 1 

. i~iipi.i~.it rhr rrsti?red ri~lit-of-ivay to provide indentations to catch 

seed and water; 

. Implement best iiianagernent 11ractices to prorect tlie sgii; 

. .Apply restomtion ii-iethoiis ilxit have been s l ~ o ~ t i i  to work in the 

desert environiiienr: 

. Prevent the spread o~iioxioiis weeds or otl~er undesirable species: 

and 

. Apply metliuiis to c i i s c o ~ ~ r a ~ r  uniiiitliorized oftlhighway-vehicle 

(OHV) L I S ~  ot' riglit-of-\vn!. 

17.  in coniiectioii bv i t l~  the LVesle~i? S! srems C~Iosdin.itin~ C o ~ ~ n c i i  revir~v 

process. T E P  sl~,ill proviiie 10 the .ACC i.!tilities Division ret~uesrecl 

DECISION NO. h~~ 



i??k,ii~cd i~ii~i-~i i : ! i i ! i i?  s e ~ i I ~ - ~ i i i i ~  c111> i l l l ~ r c o ~ i n ~ c l i ~ ~ t l  piili?~ ihel\\?e!i 'FE!> 

sii~i CFL 

I 4  TEP siiciil in i> : i l \  iiis .ICC UtiIitiss Di~ision.  \virl!iii tinil?\ ( 30 )  davs of I 

ii~tercoiinecrioii bet\\eeii 'TEP :iiid CFE. 

15. .-\]>pIicaiits sliall tilc \fir11 t l ~ t  .-\CC. i t ?  DocI<et nc>. L-i1i~0~ll~lC-O! -01 ! ! : aii~l 

L-00000F-01-01 11..  3 cop! of tile fsderal Eii\ironmentai Impacr ! 

Srsrsmenr ("EIS") and associnrsil Rsciiiilsof Decision. si-heil con~plrtrcl. ! 

! 
-. 

tbs rlir Pi-ojscr. 
i 

16. .AppIicai?rs si-,:l!l ci>iiipI) \\it11 [lie recoiii~iieii<{ati~~~?s ot'tlle Els.  1 

17. Tliis authoi-izatio~i to constriicr tlie Psqiect \ \ i l l  expii-s rl,rcls bears iron1 the ! 

dats tile Cc.rriticarr of Eliviri>iiiiieiitd Col~lp;itibiIit! is npprovsd by the 

srtrnsioil of this riiiie li1i1i:i2iioi1. 

I 8. . i l !  tra~sn~issioil strucnirrs sllall be placed a n~iniiiiiirn of i00 re-: ken? tlie 

edge of existing gas pipeline rigllt of way.  

19. Conunoii structures shal! not be used to double circuit :lie 11e\v I 15 k V  

t~.ansniission line approved herein with Citizens' ssisrins I IS !iV 

trnnstiiissioii line. 

30. Distributicln subst3:ioli feeder tie lilies jhall iiot be ~ltv~ched to S I~LIC~LI (PS  



2 I .  Citizens sliall i?ialie iiecessni? s!sI?~I!~ iii~provr~?leilt~ro ensure continuit? 

ot'ser\ics i i i  i l x  i.\.rilt vf:iii iiiirage n11 {lie i n < \ \  ! 15 kV ti.atisniissioii line 

i~pproved Iiei-?iii onti sliali ziihniit j> stmi iii;p:o\eiiieiii plaiis ro the -\CC 

i.ri1itii.s i t  i iiii>iitii.; li.oiii :lie cinr? this C'ertitic;lrr of 

E1ivir(~t117ietit:iI CixiipiitihiI~i> 15 ;ippi-t~\c~l 17) tlic :\CC 

7 ) .  Ipplica~its  slinl! pni-ricipate a> :I ci~ii.;riltiiig pal?? \vith the Ie3d federal 

c.srnc). the Stntc tlisroric P:cs~,i-\ :ition Otiice i"SkIP0"). and the state 

and federal ianci nirinri~it?: agt.~lci?s in the federal compliance process ( i  ,i.. 

;6 C.F.R. 800) to I-mch ;1 t~iiclilig oftiie effect atiii ro resol\e  idv verse 

effects. if any. 

23 .  Slioriid federal invoI\.emetit iti aiiy pail oi- all of this project b i  removed 

not occiii.. tiit. Applicants ~;li;dl contiiiue to consult with SHPO it1  ;lie 

state cuiilp1i:iiice procrss to I-t.acli ;i derern~ination ofiinpact and resolve 

iinpacts. if ail?. 

71. The Applicants shall t.iisui-e cvti~iilt~tion with Iiidi;~n tribes regarding the 

potential impacts to liistoi-ic propeilies. panicularly traditioiial cultural 

places. that may be present \\ithiti. or adjacent to. the proposed corridor. 

; l i d  resolve adverse etTecis. ii':iii!. S L I C ~ ~  co~is~il tnt i~~ti  sliali he done in a 

setisitive manner respectfill of tribal so\ereigi~ry and concerns regarding 

contidentialiry. 



75 ,  Tlic.-\pp!icnnts~l1a!i iiicliicIe iii r l i e ; c ~ ~ ~ i p i i i c  ~ i i ~ a n t ' k c i e i i t ~ ~  :lit pi-ujcct 

( I  c . area oipoieiiri:il s fkct i .  tiit. ticial riglir-oi-!ia! anti hiiffcr zoiie. ne\\ 

and existin: accrss roads. material soiirce piis (it'iiii)). aiicl eqiiipiiienr 

7 6 ,  Tlic Appl ica i?~~ sliall sponsor the iiecess;In stliiiies to coiiipleie rlie 

historical site identitic31ii)ii I 35 j33i.i of tlie I iii state 

~ircliaeologii.cil trsring. r i r i  stiirly prrfol-iiied tinder tlir 

direction ot' professionals tlia! iiieer tlie Secierar> of tlie iritcrrior's 
- 

quaIiiica!ion standards atid prmiitriiig reqiiirements of [lie appropiiare 

land-mana~ing entities. 

27. If historic proprlr?. cannot be avoided. ;\pplicants shall sponsol- the 

tiecessary studies or take tlie appropliatc actiotis to Irssen or initisate the 

ilnpncts as part of tlie fecirral or state compliance process. Tliis ilia? 

include arcliaeoiogical data rcco\.ei-) (it.. excavations). archival research 

and structure documentation 

28. Ahsr constructio~i. Applicants. in cotijunction with tlie land-managing 

a g m c y  if any. sh;ill al lo~v Arizoiia Site Ste~vards. a \:oI~~iiteei--staffed 

SHPO program. to periodically inspect the sites present ivitliin the 

corridor for vandalism or damage. 

DECISION NO 6 u . a  
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DECISION NO. 
66615 

ORDER 

15 BY THE COMMISSION: I I 
FINDINGS OF FACT 

1. In Decision No. 6201 1 (November 2, 1999), the Commission approved a Settlement 

18 Agreement between Citizens Communications Company ("Citizens") and Staff of the Utilities I 
19 Division ("Staff') which mandated the construction of a second transmission line to Nogales, I I 
20 Arizona by December 31, 2003. The purpose of the second transmission line is to improve the I I 

of service to Citizens' customers in Santa Cruz County. The Settlement Agreement states I 
22 11 that Citizens would pay a penalty of $30,000 per month for each full month of delay in the 1 

construction after December 31,2003 The Settlement Agreement also allows foi Citizens to iile for a I 
24 1 delay in the constniction date and/or the waiver of the penalty no later than December 31,2003. 1 
25 1 2. In Decision No. 64356 (January 15, 2002), the Commission granted Joint AppIicants 

26 Tucson Electric Power Company ("TEP") and Citizens a Certificate of Environmental Compatibility I I 
27 1 ("CEC") to construct the proposed Gateway 345 kV and 115 kV Transmission Project ("Gateway I 

Project") for the preferred western route, which had been granted by the Arizona Power Plant and 

!I Decision No. 1 
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rransmission Line Siting Committee ("Committee"). The Gateway Project incorporated the second 

ransmission liie required by the Commission in Decision 6201 1. Need for the Gateway Project was 
. . 

:stablished in that docket. . . . . .  

3. Staff testified as to the need-for the second transmission line in both proceedings 

pocket Nos. E-01032A-99-0401 and, L-OOOOOC-01-011lL-.00000F-01-0~11). Customers of 

3tizens in Santa CNZ County had been experiencing more outages over a greater period of time such 

:hat constmction of a second transmission line is essential in order for an acceptable quality of 

jervice to be achieved. Staff testified that continuity of service could not be assured for residents of 

Santa Cmz County &long & a radial transmission line is the sole means of connecting Citizens, 

Santa Cruz Electric Division Facilities to the western electric grid. During the hearings under Docket 

No. L-OOOOOC-01-0111/L-00000F-01-0111, Citizensoffered a load forecast as exhibit RAG2 and 

testified that San taCw County load could exceed the 60 MW rating of the existing 115 kV liie as 

zarly as the summer of 2003. 

@ A second transmission I M  ta Citizens' electricservice area isrequired and is the only 

means to resolve the service reliability problem to Santa Cruz County. 

5 .  The Gateway Project approved in Decision No. 64356 addresses the service reliability 

problem in Santa Cruz County and offers added benefits, such as improved reliability with an 

additional 345 kV transmission line and an interconnection with Mexico. 

6 .  On August 5, 2003, TEP and Citizens filed a Joint Application for Delay of the In- 

Service Deadline .or, in the Alternative, Waiver of Penalties and For Cjther Apljrdpriati Relief ("Joint 

Application") under this Docket. The Joint Application requests for a delay in the i n - s e ~ c e  date of 

the second transmission line from December 3 1, 2003, and a waiver in the penalty provision of the 

Settlement Agreement approved in Decision 6201 1. The reasons for the delay cited in the Joint 

Application are td obtain the required approvals from federal agencies. The Joint Application states 

that because the western route approved by the Commission' in Decision No. 64356 crosses a 

substantial amount of federal land, including portions of the Coronado National  ores st, the approval 

of a land-use plan amendmerit'for U.S. Forest Service lands and a right-of-way permit from the U.S. 

Forest Service are required. Furthermore a Final Environmental Impact Statement ("EIS') is also 
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:equired. The federal agencies involved in approving the Gateway Project include the Department of 

Energy ("DOE"), the Bureau of Land Management ("BLM), the U.S. Forest Service ("USFS"), and 

:he US International Boundary Water Commission ('USIBWC").. 

7. Substantial efforts have been made by TEP and Citizens to construct the Gateway 

Project since receiving a CEC from the Commission. These efforts include, but are not limited to, (1) 

;ubstation design and site work; (2) design of the 115 kV and 345 kV interconnections; and (3) 

~reliminary engineering, routing ind environmental work for the lines and contacts with landowners 

regarding surveying right of way and easement paths and acquisition. 

8 .  TEP qnd Citizens .cite &at  the. delays..k..the federal E IS  process are beyond their 

control. The federal EIS process began in August, 2000. However, the federal EIS efforts wkre 

impacted by numerous local and national events, including, but not limited to the September 1 I., 2001 

terrorist attacks, the anthrax scare and the forest fires, which lead to the closing of the Coronado 

National Forest in 2002 and a competing Public Service Company of New Mexico transmission 

project. The above circumstances adversely impacted the federal EIS process and contributed to 

delays for the Gateway Project. 

9. On October 10, 2003, TEP and UniSource Electric, Inc. ("UNS Electric") filed their 

supplement to the Joint Application. Citizens sold its electric assets to UniSource Energy 

Corporation, which then formed UNS Electric. Unisource Energy Corporation is also the parent 

holding company for TEP. The CEC for Citizens has since been transferred to UNS Electric. The 

supplement proposes to provide short-term relief until the second transmission line is constructed and 

becomes operational by (1) installing 25 MVAR capacitor banks on the 115 kV system to support 

system voltage in the Nogales area and (2) installing an emergency tie between TEP's existing 46 kV 

line and the Kantor substation. TEP claims these two actions when coupled with operation of the 

Valencia generating units in Nogales are expected to enable service restoration capability to 70 MW 

of load in Santa Cruz County following a transmission line outage. The existing transmission line is 

currently rated at 60 MW. 

10. Staff believes the improvements proposed by TEP and UNS Electric are needed and 

would likely be required even with the addition of the second line to Nogales. While the 

66615 
Decision No. 
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1 (1 improvements will be able to serve load in excess of 60 MW without relying on the Valencia , I 
2 generating units, the improvements will not obviate the interruption of service-to Santa Cruz County I I 

when the outage of the existing transmissionline occurs. 

11; The Settlement Agreement approved in Decision No. 62011 committed Citizens to 

Plan of Action as filed by Citizens on April 15,1999, and supplemented on May 7 and July 13,1999 

and incoporating Staff recommendations contained in pre-filed testimony of those proceedings. The 

Plan of Action included construction, operation and maintenance of new distribution infrastructure, 

improved restoration of service following transmission outages by use of newly developed restorative 

switching protocol,. maintaining a distribution system operation center with remote supervisory 

control and data acquisition("SCADA") capability and placing the Valencia generating units in 

a. Can Citizens operating procedures be improved to shorten the restoration time 
for transmission outage events utilizing TEP's operations center and field 
personnel? 

standby mode during storm season. . 

12. Staff believes that UniSource Energy Corporation's acquisition of Citizens' Santa 

Cruz electric assets will offer operational improvements by relying on the operational expertise and 

closeproximity of field personnel from TEP: Staff &commends that TEP and UNS Electric 'update 

the Plan- of Action to take full advantage of such opportunities per Decision wo. 66028. Staff 

recommends that TEP and UNS Electric submit an updated "Outage Response Plan" within ninety 

(90) days of the effective date of this order that addresses the following: 

b. Are any of the following improvements cost effective as interim restoration of 
service solutions to the construction of a second transmission line? 

. 

i. A limited number of automated or remote controlled distribution feeder ties 
between substations. 

ii. Improved remote electronic dispatch control capability of the Valencia 
generator or improved generator controls. 

c. What refinements are appropriate in Citizens' RAC-2 peak load forecast? 
Please define the annual hours of exposure when load is forecast to exceed the 
capacity of the existing transmission line. 

d. Is the proposed interconnection with Mexico at the Gateway substation an 
interim service restoration solution for delay of the proposed South to Gateway 
transmission line through the Coronado National Forest? 
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e. How much emergency service is available from TEP via a Kantor feeder tied 
to TEP's 46 kV line? 

13. Staff further recommends that Staff would then file a subsequent report commenting 

on the sufficiency of the updated Outage Response Plan within thirty (30) days of the updated Outage 

Response Plan being filed by TEP and UNS Electric. 

14. Staff recommends that the in-servicelneed date for the second transmission line 

required by Decision No. 6201 1 not be changed. The fact, that the required in-service date is not 

going to be achieved does not negate the need for the line. 

, 15. Staff furfher recommends that the penalties that would become effective January 1, 

2004 be waived until June 1, 2004. Staff believes TEP and UNS Electric have made substaniial 

efforts to construct the second transmission line by December 31,2003. Furthermore, Staff believes 

the reasons for the delay are attributable to the circumstances that impacted the federal EIS and 

permitting processes and obtaining all of the requisite federal approvals. Staff recommends a waiver 

until June 1, 2004, so that TEP and UNS Electric have sufficient time to investigate, budget and 

update the Citizens Plan of Action to reflect the added value of their operational expertise and 

personnel, as well as affording an opportunity for the DOE to publish the Final EIS in the Federal 

Register reflecting the recommended action of each of the cooperating federal agencies. 

16. Staff further recommends that prior to June 1, 2004, this matter appear on a 

subsequent open meeting so that the Commission could (1) determine sufficiency of the TEP and 

UNS Electric updated Outage Response Plan; (2) receive updates on the federal process; (3) address 

hrther waiving of the penalty for a prescribed period beyond June 1, 2004; and (4) establish a 

process for (a) reviewing the TEP and UNS Electric Outage Response Plan such that it remains 

sufficient, (b) providing further updates on the federal process, and (c) addressing future waivers of 

the penalty beyond the prescribed period. 

17. It is reasonable to require TEP and UNS Electric to submit the updated "Critical 

Response Plan" described in Findings of Fact No. 12 within sixty (60) days of the effective date of 

this order. 
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CONCLUSIONS OF LAW 
e 

1 

2 1 .  TEP and UNS Electric are public service corporations within the meaning of Article I 
Page 6 

3 fl XV, Section 2 of the Arizona Constitution. 1 
4 1 2. The Commission h a  jurisdiction over TEP and UNS Electric and over the subject I 
5 (matter of this docket. I 

3. Staff's recommendations in Findings of Fact Nos. 12, 13, 14, 15 and 16 are I 
reasonable, in the public interest and should be adopted. 

4. It is reasonable to require TEP and UNS Electric to submit the updated "Critical 

Response Plan" described in Findings of Fact No. 12 within sixty (60) days of the effective date of 

11 5 .  There is good cause justifying waiver of the $30,000 per month penalty included in the . . I 
12 1 Settlement Agreement approved in Decision No. 62011 until June 1, 2004, pending an updated I 

16 Agreement that was approved in Decision No. 6201 1 shall be waived until June 1,2004. N 

13 

14 

15 

17 1 IT IS FURTHER ORDERED that the in-sewicdneed date for the second transmission line I 

Outage Response Plan. 

ORDER 

IT IS THEREFORE ORDERED that the $30,000 per month penalty in the Settlement 

shall remain December 3 1,2003. i 
19 11 IT IS FURTKER ORDERED that TEP and UNS Electric shall submit an updated "Outage I 
20 Response Plan" within sixty (60) days of the effective date of this order that addresses the following: I I 

a. Can Citizens operating procedures be improved to shorten the restoration time for 
transmission outage events utilizing TEP's operations center and field personnel? 

b. Are any of the following improverncnts cost effective as interim restoration of 
service solutions to the construction of a second transmission line'? 

i. A limited number of automated or remote controlled distribution feeder ties 
between substations. 

ii. Improved remote economic dispatch control capability of the Valencia 
generator or improved generator controls. 

c. What refinements are appropriate in Citizens' RAC-2 peak load forecast? Please 
define the annual hours of exposure when.the load is forecast to exceed the 
capacity of the existing transmission line. 
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d. Is the proposed interconnection with Mexico at the Gateway substation an interim 
service restoration solution for delay of the proposed South to Gateway 
transmission line through the Coronado National Forest? 

e. How much emergency service is available from TEP via a Kantor feeder tied to 
TEP's 46 kV line? 

IT IS FURTHER ORDERED that Staff of the Utilities Division shall file a Report within 

(30) days of the filing of the updated Outage Response Plan by TEP and UNS Electric, which 

ents on the $uiXciency of the updated Outage Response Plan. 

. . . . .  ... . . . . . .  . . . .  .: . . . .  , . -  . . . . . . . . 
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2 I subsequent open meeting be held in order to (I) determine sufficiency of the TEP and UNS Electric I 
a 

1 

updated Outage Response Plan; (2) receive updates on the federal . . process; (3) address further waiver 
. . 

of the penalty for a prescribed period beyond June 1, 2004; and (4') establish a process for (a) 
. , 

reviewing the TEP and UNS Electric Outage Response PI& such that it remains sufficient, (b) 

providing further updates on the federal process, and (c) addressing future waivers of the penalty I 

Page 8 Docket No. E-01032A-99-0401 

IT IS FURTHER ORDERED that prior to June 1, 2004, that this matter be placed on a 

beyond the prescribed period. I 

, 

8 1 IT IS FURTHER ORDERED that this Decision shall become effective immediately. I 
BY THE ORDER OF THE ARIZONA CORPORATION COMMISSION 10 

IN WITNESS WHEREOF, I BRIAN C. McNEIL, Executive 
Secretary of the Arizona Corporation Commission, have 
hereunto, set my hand and caused the official seal of this 
Commission to be affixed at the Capitol, in the City of Phoenix, 
this =day of%ete&< ,2003. 

DISSENT: 

DISSENT: 
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TO: Docket Control 

FROM: Ernest 
AT GORP C O M M I S S I Q N ;  

Director 
'On B O G U M E N T  GOHTROL" 

Utilities Division 

DATE: May 27,2004 

RE: STAFF REPORT ANALYZING TUCSON ELECTRIC POWER AND UNISOURCE 
ENERGY SERVICES RESPONSE TO DECISION NO. 66615 REGARDWG THE 
TEP .P CITZENS COMMUNICATION COMPANY JOINT APPLICATION 
FOR DELAY OF IN-SERVICE DATE OR WAlVER OF PENALTIES 
(DOCKET NO. E-01032A-99-0401) 

Attached is an Arizona Corporation Commission Staff ("Staff') Report regarding the 
sufficiency of the Tucson Electric Power Company ("TEP") and UniSource Energy Services 
("UES") response to Commission Decision No. 66615. This report supplements and augments a 
March 11, 2004 Staff Report and considers both the February 9, 2004 filed TEP and UES 
response and their April 30,2004 supplemental response with an associated May 3,2004 errata 

The April 30, 2004 filed TEP and UES supplemental response satisfactorily responds to 
deficiencies noted by Staff in its March 11, 2004 Staff Report regarding the companies' prior 
response to questions raised by the Commission in Decision No. 66615. The TEP and UES 
supplemental response also satisfactorily: 

1. Updates the power plant operations procedure and the transmission service restoration 
procedures previously approved as elements of Citizens' Outage Response Plan, and 

2. Modifies the UES Switching Procedures by refining the expected time required to restore 
service following a transmission line outage with the proposed 46 kV TEP emergency 
feeder tie to Kantor and all proposed remote controlled transmission andlor distribution 
feeder switching improvements. 

It is Staffs opinion that TEP and UES have taken all reasonable steps in their Outage 
Response Plan to improve their ability to restore service following an existing transmission line 
outage. On this basis, Staff finds the TEP and UES Outage Response Plan to be sufficient. 
However, the Commission ordered UES' predecessor, Citizens, to build facilities that assure 
electric customers in Santa CNZ County have reliable service founded on the principle of 
continuity of service for outage of a transmission line as opposed to restoration of service. This 
requirement can only be achieved via a second transmission line to Nogales. Even with the new 
transmission line, a Reliability Must Run ("RMR") condition is expected to exist in Santa Cruz 
County by the summer of 2008 per the new UES forecast. In fact, the RMR operation of the 
Valencia generating units becomes inadequate when the Santa Cruz County load reaches 



approximateiy 75 MW. According to the UES forecast (Exhibit 2) the 75 M l V  load level may be 
experienced by the summer of 2010. 

Therefore, Staff recommends that this matter appear on an open meeting so the 
Commission may make a determination that the TEP and UES updated Outage Response Plan 
for santa Cruz County is sufficient. Staff further recommends the Commission approve and 
order the following items: 

1. Continued waiver of penalties, first authorized by Decision No. 66615, retroactive to 
June 1,2004, conditioned upon achievement of the following improvements solely under 
the control of the applicants: 

a. UES documented construction completion and operation of 25 megavolt-amperes 
reactive ("MVAR") of new shunt capacitors dispersed among feeders originating 
from each UES distribution substation in Santa Cruz County by July 1,2004. 

b. TEP demonstrated remote control startup of Valencia generating units and 
synchronization with the Westem Lnterconnection transmission system by July 1, 
2004. 

c. TEP demonstrated remote emergency restorative switching capability to serve 
Kantor and CaFiez substations from Canoa and remote switching for service 
restoration to Sonoita and Valencia substations via Valencia generators by July 1, 
2004. 

d. TEP documented construction completion of a 46 kV emergency tie line, of at 
least 20 megawatt ('MW") capacity, between the TEP Canoa Substation and the 
UES Kantor Substation. ($1.9 million by August 31,2004) 

e. TEP documented completion of GIs data conversion to Smallworld (July 20041, 
STORMS (October 2004), and Outage Management System (December 2004) 
software by January 1,2005. 

2. Waiver of penalties after August 1, 2004 be hrther conditioned upon completion of the 
following processes which are not solely under the control of the applicants: 

a. The annual TEP and UES self-certification letter due to the Commission on 
August 1 per Certificate of Environmental Compatibility ("CEC") Condition 29 
must include: 

i. Documentation by TEP and UES of how they have expended every 
reasonable effort to expedite the timely resolution of the Federal EIS and 
permitting processes. 

ii. Documentation by TEP and UES of how they have expended every 
reasonable effort to expedite and timely obtain from all state, county and 



local governmental agencies, especially the State Land Department, all 
required approvals and permits necessary to construct the project as 
defined in Condition 1 of their CEC. 

b. Given that the second transmission line to Nogales will not be constructed by 
January 15,2005, the Commission expects TEP and UES to seek an extension of 
time for their CEC before it expires. According to Condition 17 of the CEC 
granted by Decision No. 64356, TEP and UES authorization to construct the 
subject transmission facilities expires three years from the date (January 15,2002) 
the CEC was approved by the Commission. 

c. Any TEP and UES request for extension of time of their CEC granted by Decision 
No. 64356 must be accompanied by: 

i. Filing of a completed Federal Final EIS and associated Records of 
Decision from the various Federal Agencies with the Commission in 
accordance with Condition 15 of their CEC, and 

ii. Revised project completion dates reflecting the outcome of the federal, 
state and local permitting processes. 

3. Waiver of the storm season spinning reserve requirement of Valencia generating units 
approved by Decision No. 62011 shall become effective once the above conditions 1.a 
through 1 .d are all met. 

4. Waiver of monthly black start testing of turbines once they are tested in accordance with 
Southwest Reserve Sharing Group ("SRSG) requirements and are found to be in 
compliance as documented by correspondence from SRSG and continue to be so tested. 

5. TEP and UES shall commence data collection and retention to document annual 
distribution system reliability indices System Average Interruption Frequency Index 
("SAIFI") System Average Interruption Duration Index ("SAIOI") and Customer 
Average Interruption Duration Index ("CAIDI') as defined by Institute of Electrical and 
Electronic Engineers ("IEEE") 1366, on an on-going basis for each distribution feeder 
and distribution substation. Such data must also be aggregated to establish the 
distribution system reliability indices for each division or geographical sub-region of 
their respective service areas. This annual reliability data is to be made available upon 
request by Staff. 

6. TEP and UES shall document, upon request of Commission Staff, enforcement of its 
customer power factor requirements and all system improvements made to assure 
appropriate system voltage control within Western Electricity Coordinating Council 
("WECC") and National Electric Safety Code ('WESC") requirements. 



7. RMR Studies are io be performed and sol~ttions necessary to resolve system RMR 
deficiencies currently forecast for 2008 are to be determined and reported as part of the 
TEP and UES ten year transmission plan by January 31,2005. 

The above recommendations presume an on-going process for continued Commission oversight 
of TEP and UES compliance with its order to construct a second transmission line to serve 
electric customers in Santa Cmz County and the City of Nogales. The proposed process is 
founded on the principle that a waiver of penalty granted to TEP and UES in Decision No. 66615 
will continue in effect as long as TEP and UES comply with the conditions recommended above. 
Compliance with conditions requiring demonstration of construction and operation of new 
facilities will be verified by the Utilities Division Engineering Staff. Compliance with conditions 
requiring documentation by TEP and UES will be determined by the Utilities Division 
Compliance Office. TEP or UES failure to satisfactorily comply with any of the above 
recommended conditions may warrant the Commission initiating new proceedings to rescind the 
waiver of penalties. 

Originator: Jerry D. Smith 

Attachment: Original and thirteen copies 
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